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NOTES AND MEMORANDA. 



THE VARIATION OF PRODUCTIVE FORCES: A 
REJOINDER. 

At some future time I hope to review the subject of the 
variation of productive forces, in the light of the interest- 
ing suggestions that have been received since the publica- 
tion of my article in this Journal in 1902. Meanwhile the 
note which Professor Flux contributed to the last issue 
(February, 1904) seems to call for a few words of rejoinder. 
Since I am not yet ready to renew the discussion of the 
main topics involved, I shall confine myself to Professor 
Flux's criticism that my article did not present correctly 
the opinions of Professor Marshall. 

First, as to some minor points. On page 281 Professor 
Flux observes that I said that Professor Marshall referred 
to some investigations of the Arkansas experiment stations 
"in proof" of the law of diminishing returns instead of in 
"illustration" of it. But at this point I was not criticis- 
ing Professor Marshall, did not profess to give his exact 
words, and referred to the Arkansas investigation merely 
in order .to contrast the nature of the experimental proof 
that would be needed to prove the law of diminishing re- 
turns with that sometimes offered in support of the law of 
economy of organization. It was in this connection only 
that I used the word "proof." 

On page 282 of his note Professor Flux maintains that I 
did not give an adequate explanation of Professor Marshall's 
device of "a representative firm," and asks, "Is it, then, 
satisfactory to criticise the methods specially devised for 
handling the' problem, while representing them as having 
reference to static conditions?" Now the fact is that I 
nowhere undertook to explain fully, still less to criticise, 
Professor Marshall's device. When, on page 492, I referred 
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to the subject of a representative firm, it was merely for 
the purpose of pointing out that it assumed the existence 
of different costs of production. My reference to Professor 
Marshall was made in support of the contention that Mill 
was wrong in holding that manufactured goods are pro- 
duced under conditions of uniform cost. 

The last point, more important, relates to my criticism 
of Professor Marshall's teachings concerning the effect of 
a reduction in the demand for a commodity produced under 
conditions of decreasing cost. Now Professor Marshall 
does lay down, 1 without any qualifications, the precise doc- 
trine attributed to him. He says that "a tax on a com- 
modity which obeys the law of increasing return is more in- 
jurious to the consumer than if levied on one which obeys 
the law of constant return." This proposition he explains, 
in the second foot-note, by a diagram constructed in the 
manner described in my article, and showing that the effect 
of the reduction of the supply caused by the tax is to raise 
the marginal cost by more than the amount of the tax. 
My contention was, and is, that such a tax raises the price 
by less than its full amount. 

Professor Flux is good enough to call my attention to 
certain qualifications which Professor Marshall introduces 
on pages 516, 517, and 518 of his Principles; but an ex- 
amination of these passages will show that they caution the 
reader from inferring that, when a restriction of supply 
causes an increase in the cost of production, this increase 
will follow the line by which the cost decreased when the 
output was originally enlarged. I said nothing about Pro- 
fessor Marshall's views concerning the manner in which the 
cost would rise under the influence of such a restriction. 
My contention was, and is, that the cost would not rise, 
but, as a rule, would decline. This may have been correct 
or may have been incorrect, but it was not a misrepresenta- 
tion of Professor Marshall's position. He clearly teaches 
that a restriction of output tends to raise cost of production 
where a commodity obeys the law of decreasing cost. 
1 Principles of Economics, 4th edition, p. 530. 
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I need not add that, upon almost all the subjects treated 
in my article, I was glad to be able to appeal to the author- 
ity of such a work as the Principles of Economics. In re- 
spect for that treatise I should hardly allow myself to be 
outdone by Professor Flux; and an examination of the 
foot-notes of my article will show the full extent of my 
obligations to it. 

Charles J. Bullock. 



DARWIN'S MUNICIPAL TRADE. 1 

The precise scope of Major Darwin's book is more accu- 
rately defined in its sub-title, — The Advantages and Dis- 
advantages resulting from the Substitution of Representative 
Bodies for Private Proprietors in' the Management of In- 
dustrial Undertakings. The entire discussion is marked by 
such accurate statements of the points at issue, and such 
full and fair presentation of all the considerations bearing 
upon each point, as to distinguish the book from the mass 
of others which go to make up the rising flood of economic 
literature. It is one of the few recent publications which 
combine something of the thoroughness of the classical 
writers with the timeliness of the pamphleteer. 

Major Darwin's attitude is neither that of the economic 
Bourbon whose mind is incapable of receiving any impres- 
sion which might lead him to favor municipal ownership, 
nor that of the socialist who can see nothing but greed and 
sordidness in private enterprise. His attitude is that of one 
who cares nothing for private enterprise or public owner- 
ship for its own sake, but simply wants the best service at 
the lowest cost to the public. His method is the eminently 
sane one of analyzing actual experience with the two kinds 
of enterprise, as well as the forces and motives which con- 
trol business on the one hand and politics on the other. 
The question is simply, Does our experience and our knowl- 
edge of business and politics give us a reasonable ground for 
believing that public ownership will give better service at 

1 Municipal Trade. By Major Leonard Darwin. New York: E. P. Dutton 
&Co. 1903. 



